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*T// i Mernet Advertising Federation provides the only highly targeted 
advertising on the Internet" 
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Overview 

To be complied 

Internet Market 

The Trends 

sur\cv in Ociobcr of ivy4. incre arc f.oivL>i tpp/IP access to the Imcmci. 

According to Goldman Sachs, approximaiely 9MM users »!f '° ,o.,ooy. each vear We 
Ser% ice Providers (OSPs). CfOMh rates for the Internet and OSPs ranee from 40 100/. each . ear. 
use -lOV, groMh for our projections. 

Web User Projection 



Bv the end of 199.. there nere ^tr 30.000 ueb sues uith 1.500 neu web l^-^ J^'™" 
ueek Wc e.Npcct the grouth rate of web s.tes to be .bout 50% each >-ear o«r the i>e« fi^■e >ears 

Wv*. Site Projection 



The general consensus is the Internet .s real and growth is explosive. If you use ihe lmen«. >-ou know 
and believe. U you do not currenUy use Ihe Internet, you need to connect and see the lieht! 
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Ti?peX'!rq"«uon of ... .m.mc. and specinc.Uv .he ueb J;-P;> ; '^^ 'iS 
,„o,.cv ■ \Viil.o..t.eco..o...ic h-centixes .m.cU of li.e l.i.en.ei d.e ''""^ 


niuiic) 


urid customer services. 

cncnpiion for taking crcdiiord paymenis on-linc. 

r..A Th..« semccs will often be valuable to a user (like a search scn-cr or 
Advenising supported. These sctmccs ouci nnbUcaiions One ruce feature of 

pubUcaiion) and supponed through advenismg hke ""f^^^.^^^'^^^^ p^uct b^ 

relevant. 

Wc bclic« 3d«ni.:.g v.i. become a major ---J;-;"^^ 
represents an attraetivr group for ad>xru$crs. to say the least 

users no abilin* to urget. and too much confuston. 

in the range of 20 cents. 

Fom. Research estimates companies spend $ lOMM lo adx-enise on ihe xveb this year F^er 
prcd!c« aSsing rcxxnuc .o hit «.2 b.Uion by ,hc year 2000. Below ,s for«^ /or all Inwnet- 
based ad«nising oxw the next 5 years, considerably more conser>-ative than Forrester. 
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rnet Advertising Revenue at 2-3 
Cents per In^pression 


SI. 200.000.000 
$1,000,000,000 
^ $600,000,000 
i $600,000,000 
a $400,000,000 
$200,000,000 


so 



Total web users 

Average pages per day 

Percent pages 

displaying advertising 

Average cost per 

impression 

Total market revenue 


1995 
12.000.000 
3 
4% 

0.02 


1996 
16.800.000 
5 
7% 

0.03 


S10.512.000 564,386.000 


1997 
23.520.000 
7 

10% 
0.03 


1998 
32.928.000 
9 

15% 
0.03 


1999 
46.099,200 
11 
20% 

0.03 


S180.280.800 S486.758.160 51.110.529,728 


Tli= aboxe projKiioiis arc largely driven by four xariabtcs: 

• grouih of Iniemei users 

• average number of web paces read per day 

• ad cost per imprcssior» 

• perceniaet of web pages displa>-tng ads 

Th=r. .s strong consensus on ,hc grouth of In.cmc. ^^^'l'^' ^l^^^^^^^ 

though «-e ftcl this numbef be con«derably higher given the atuaeu^ene$s to gain revenue woug 

advertising. 

advertising. The lAF is that «hicle. 


The Solution 

The imemei Adxenising Federation (lAF) bhngs o^er„sers.*-.b 

ImerTKL The lAF faciliu.es the only highly utrgeted adv^usmg »va'tab k on the ^ ^ 

created the most exiensivt user and organ.ia.ion proHle database on the l^^^/^^*^'" ? 
«eb site thai is pan of the I AF. «e dynamically display U.e ad that ben matches the user » or 
organization's profile. 
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.ui. ^r^^f. n r^,n^.l^ iK^i *v.<i iiiatchcs ihcif larcci prospect. The I.\F sencr 
Ad\cntscrs arc able 10 create a prot lie thai ocsi iiwttii'-^ . r ^„ ^ i at 

l.aucan> d.spU>s ...c, oa .0 users -^.^^0..^^^ 

web site. This unprecedented s>stem provides :id\enisers ^um a i^r.t. 

ndvcnisine campaign. 

u I f .u- ! AF Mc The lAF auiomaiicaliv and dvnamtcaUy displays an 
Web Sites benefit tremendously from the \PJ ..^^ ^ .^e has 

•aA sales to suppon their sencr. i * l- 

. ^ - .h» „«rs btnelit We lixt m a u-orld «hefe indiscriminate advenisinf is evel^■v^hefe. The 1,U 
e':st« users "o^S^^^^^^^^^ reL'.'.e ,0 a,e.r .n.eres«. This or.e.ed ,d«n.sin, resuU m a h..hcr 

percentage of AdJumps. 

standard in Internet advertising. 

n,.r of 11.- iiwrkei ^rouiiig 5V. each vear with 20% iiaikei sliare by ISV<» The 
f : r:;ach ' Trol eV m UF. t'. second gn.ph bar is .he ne, ^e^•en„c .0 lAF. after 

r,rsi graph "P'^"" sj„„ ppnu^' eoal is 10 secure market share. «e have a generous 

rnre-S a^'^Jg' ment "th "tes. I. have assumed a m 50% of 0.c r^enue is disbursed .0 
>«b sites in refauon .o ihe number, and price, of ads placed on U^e.r pamcular «tb site. 


lAF Revenue Projections 


S2S0 000.000 
S200.000.CXX) 
SI 50 .000.000 
, 5100.COO.000 
S5O.0OO.0OC 
SO 


1- I a Sentsl i 
1 'BStn«2l 


I I 
Date 
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Positioning 

«niv hiphlv i:irectcd form of ad\tnising on the Inicmci 
. a single. cas>- source for Intcmei ndvcnising 
Our posiiioning statement for advenisers is: 

• source of re\'enuc 

. mcrcdibJ>- easy to panicipaic 

. use as a supplement lo existing achxrtising. or remnam ad space 

• high revenue sharing 

i.on.eail. the largest problem ..th • AP ,s us broad ^^^^^^^^^^^ ^ in 

becoming spread out too thin and f ^«',^!">^^^^^^^^ unth L mncuonal.n of 

anv of the markets. Considering the e.xiStmg ^^="^°-^P^;" ^ur iniual urgets: 

ihc we beliexe ihc following x-cmcal markets, in order of pnont>, uiU be our imuai u g 

• computer 

• web sites 

• entenainment 

• adult 

• travel 
tobacco 

Clean . : compute: indusu>- is the early adopter, of .he Interne, '"f;^' fi^^^^^ mS' 
nrs. year, .n U.e Georgia Tech ^^-^y-^^'^Z'^^^^^^^ lo^' ^ri m«.e..ng 

«eb sei^-ers seem to gerierate an incredible amount » ' abiliR-of lAF (o urg« 

venues for aduJ. produos and scr^ices (like '^"'^^'"I'^J^'^^ WiU, so 

-b=x;rzct:;s^^^^^^^^^^^ 

vcliicle for this industry. 

(Note: need to add ad lingo - frx3qucnc>'. reach, c.sposurc. ctc.l 
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Product 

The 1 Af produa perfoms ,w, esscmial functions: nun.,.ns .h* «VS..m »nd ad deU^xO^ N^^^^ 
handles Ad Jumps. 



lAF Architecture 


Following is a description of each of the processes shorn* aboxt. 
Derive Demographics Process (DDP) 

Building a comprehensive and accurate user and domain demographics" daiabase « ["j^J^' '» 

targeted advertising *nU.lAF. ™s daubasc »e tern, the Imen«tpemograph.« Da»b«e(^^^^ W. 

are able to compile a variety of information about users and enure domains. A domain is topically a 

'„:::^J!l o,^X an organization (e.g.. company. unKxrsity go«mmem^r -----^^ 

(e g . company subsidiarj-. dcpanment. agency). Like users, domains wll develop 

ifi ;,e vi«l in targeting ads^n nuiny cases, we can develop -Viuograplucs about individual users. In 

other cases, *ve will fall back to the domain demographics. 

Wc are able to tell an astonishing amount of informaUon about a user. For example, w can <>««™« 
operating s%-siem. locauon. orgamiai.on ijpe and name, company demographics. »™ 
probability'of following an Ad Jump to name a few. Wt «-ill not detail he« how we »e able to compile 
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...c .D.DB since .hi. is . .ndc sccrc SufT-cc i. .0 .... «c ----^'^J^S: oC^pMr' 
so.,.c„ of i^ronTu..ion .0 dc>xlop d"noEraph|Cs .bou. user. f ma-n^. The U^^^^^^ P 
Process is .he bUckbox .ha. develops .he ID-DB. ^e con comp le ^ 0 compKhe«. x ,nm ^^^^ 

creo.e an e\tr larger barrier 10 en.r>- for compe.i.ors. 

Followinc >s a more detailed Us. of Ce informa..on «c . .11 .rack for each user :.nd doma.n: 


Variable 


Domain name 


Domain npe: 


nn-line semce li e. A0L)_ 


Dial-up ISP (i.e., Netcom) 


Commercial 


Education and level 


Govcnuucm 


VJliurv 


Geographic locaiion 


Company information: 


Revenue 


Number of employees 


Priman- SIC 


Secopdan* SIC 


Locaiion 


Operating rvsiems 
Browser n'pe 


IP address 


IP address uiuoueness 


Access times 


FrcQucncv 


Areas of interest 


Duration of pace xisits 


Probabilii) for taking specific ixpcs 
of ad links 


Conneciion throuehput average 


Ads alrcarfv seen 


User and Domaio ProrUe 

Some of Uie data described abo« are "fuzzj- da.a. In n.any cases. »r ^no* e-xj'«^' 
ho«r.xr in oU.er. ^ -iU eiO-er have a high probabiUry of ki,o«-.n£ .he -'^^ «' "'g^^ 
unknown. For example, most u,b brou-sers .ell us .he ryp. of opera.ing ^'^''^.^^T'''^'^^^, 
ccning in from AOL. we do no. know uha. opera.ing s>-s.em Cey are rwuung s.n« AO^bm««r 
does no. relay ihis informauon. Howcvxt. since Uie AOL user base a a f>T.cal consumer. a.e> ut 
probably running Windows. 


Ad Management Process (AMP) 

An advertiser mu*. regis.er their ad campaign ^iih the lAF. TT.ej- will in.«racu«ly 

profile by selccung specific en.ena. To uigc. Utcit ads. aJNertiser* will be able to select cn.ena from the 
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Competition 

niorkciplacc. 
iiwnv small sues. 

On lin. Semct Prondcrs (OSPj). OSPs. like AOL. ProdiR-. MSN and CompuScnx already have 
°;:;:o" JpT^^h'^n' ccripanicl comcm provider., -d adveaisc.^ OSPs u... be ab.e to afford ,o 
crtate an ID-DB and eombine this Mih their owti membership demographics. 

The InterKet strater-. for the OSPs is veo une.ear at the n;om:nt. It ux,uld appear that each is intent on 
becomins InterT^ci'Ser .ce Providers (ISPs) as utll as supponing comem development. 

The OSPs could become our biggest marketing opponunit>- or out greatest compeuior. 


Publishers and Broadcasters moving .0 the In.er7>et. Many traditional publishers and broadcasters are 
mo ng tl ir comem .0 the Imer^et. USA Today, the Wall Street Joun,,.. 
„e.«ork l«<s a p.ese,,« on the Interne.. Tl.e> :.lre.id> hnvc strong, evis.u... re :,..o.«lup$ «.th the.r 
advcniscrs \o whont ibc>- can sell Internet ;»ds 

Fortunately, these same sites are also potential ctis.omers for l.^f . ^j^^ 'fJ^.,'!!'' Jjl'^fSet these 
advertisers Publ.sher and Broadcasung «xb sites can use lAF to sell ad in«.«or>. 
Urge sites and make at«nivx offers to join the lAF. We 

easily replicate the lAF Internet Demographies Database (rD-DB) used in Ad Matching. 

Subsc notion Ser^^cc». Just like OSPs. there are a number of subseription sw-iees on the ImemeL 

5 Sh "b^puon ser^nees are free of ad^rxis.ng. Consequentially. ^^^'^^^^^J^";^:' 

join in order to pay for the web site, Subschpt.on ser^nces are a threat to the enure '""^ 

industry. Our belief is that adNxnising-based xveb sites far e.vceed subscnpuon based sites. Indeed, 

subscription-based sites could be candidates for lAF advertising. 

lAF Copvc.ts. Even as rtad this, there could be other lAF-like services on the honM"- Cl"rty. 
solving the advertising problem is an aii«aive problem to solve. To date. *t know of no oihrr lAF-like 

service now or in ihe future. 

To create a compeUtive svvem xvould. most likely, take at least si.x months. Even though the lAF service 

is seen.inglv simple, the back<nd teclu.ology is quite complex The creation and » 

DB are critical in performing accurate Ad Matchmp. P.e algofithn« involved with the lehedtiling und 
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,c.l...mc Ad Ma.chini is quite sophisticated, Wc uill protc.-. n-osi cf .h.s bock^nd tcchnologv « a trade 
secret 

AS m .nv markci. n.arkct share is the best defense .0 eon.pctit.on. If are Hrst and able lo build . 
criiic;.! mass quickly, markci leadership is ours 10 lose. 


Bclou is 0 dci3 


,|cd feaiurc comparison bcr^^cen ihe vanous Internet adven.sin? olterr^ntn-cs: 
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First to market with ad service _ 
Internet Demographics Database _ 
Real-time Ad Matching _ 
Ad Estimate and Scheduler^ 
Single source _ 
Able to control ad distribution _ 
Completely automated process _ 
Instant access to ads for web sites _ 
Auditing and statrstfcs. for web sites _ 
Easily implement and record ad jumps _ 
Place ads for category of web sitei_ 
Instant ad placement^ 
Ad categories (p rem icr, filler) _ 
Existing advertisers _ 
Existing ad space _ 
Financially strong _ 
Set taraet profile criteria by; 

web browser^ 
operating system _ 
time ' 
date_ 
throughput_ 
IP address _ 
company name_ 

domain type _ 

company primary SIC _ 
company secondary SIC 
dom ain name _ 
company revenue 
cdrnpany « of employees 
geographic location 
- aVea of Interest 
liKelyhood to take jump 
ads already viewed 
web site demographics 


o 
O 


y_L 


y _L 


1 — r 


1 — r 
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Management 

Kevin O'Connor 
CEO and Presideni 

Kevin O Connor 34 fo.mcd lAf «i,h Dwich. Mcrrimaa 27. in Sep.cmber of 1995. Durinf (l.c prCMOus 
^ Vn °on hs" n Inlcs.d .nd ass.s.cd chc, s.nn-ups in .he .n,.n,e. and publ.sh.n, ..u,.c. 

In addi.ion ,o ut.rk.nc «-..h s.^n-ups. Ke^.n has been aaivcly researching .he In.erne. n.arLe. 

Durin. .he pas. 13 vears. Kev.n pioneered new concepts and inuoduced nuuiy neu products in a nu.nbcr 
ci ?^.Z marke.s In 198?. Ke'in successfuUy co-founded a soft^^.re company. ICC. which ^re« .o a 
n , -.a.e ofSJ.SMM i,. revenue. While a. ICC. Kevin crea.cd numerous P;;^;'=;,V" 
Tddrcss PC connecivirv ,o Uni^!^ n,ainfr;,n,es. In 1991. Kc^•.n pioneered llu: remote LAN . nyke. «..h 
^e "Ion of Remote LAN Node ,RLN). In 19V2. ICC was sold to DCA. a S250MM local Atlanta 
company. 

Dunne 1992 to 1995. as Vice Presidcn. of Reseaich and Chief TcdmoloE- OHiaf- Ke^in helped 

.ransform DCA .r.o a market innova.or and leader. Kc^■in one cf the origmaJ crca.ors of the 
nnovX groupware product. Open^Und. Dunng 1994. DCA effectively doubled Cte.r n«'kc « " b> 
mplement^ng the,, s.ra.er' m becoming the leader in enierprise-uide commumca.tons sof.x«rr n the 

Saning of 1995. DCA merged w,ih Atuchma.e .0 form the laigefl PC sof.«-are company ,n .he 

world. 

Kcv-in received his BSEE degree, u iih honors, from the Univcrsit>' of Michigan, Ann Art)or. in 1983. 


Dwight McrritDan 

Vice Prcsidcnu Research and Development 
Fill ; '■igniricaiu projccis yon worked on 

Dwi^.. received his BS in Sysiems Analysis, honors, from Miami Universin-of Ohio 


Financial 

Follou-ing is a proposed budget and revxnuc forecast for ihc next 16 months. 
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Exit Strategy 

, ,h, r ulv snccs cl ihc Interne, market and in the innovator siaee ot the Internet 
we beheve we o Le one of the market leaders .n th.s emer.tng Internet adven.s.n, 

^TerwTXo^rtoTards ^^n, ...e company either an ...racve ac<,u.sit.on tar.eet or ;«rfcm. .n 

IPO within the ncsi three to four years. 

more often no. profit. 

linser. graph of P/TE ranges based o.. ri.iancii.l ptojectio.is] 


Risks 

,„ this section, we .dent,K the ntajor risks to .Af . We rate each threat according to nsk and probabih^ of 


occumng. 


trade secretes to keep the bjrner a bit higher. 

AS discussed tn the pr^ct'^g secUon. the cost to deUver an add. at m..mum efficeno-. is only .02 cents per 
ad. This could force the Iniemti ads to become a commodit>-. 

Pjsk: Medium 
Probability: High 

Internet ad. ,n hu^. Internet adver^.s. x s new and not proven. Wc do not bcUeve this to be the cose. 
The abilm- to target and measure uho see. .our ad is just too compelhng. 

Rjsk: High 
Probability: Low 

Ad niter SomebodN- cctJd quite conceivably create either a web brow-ser or a web b'o««r »dd-«n » 
nSeJou 'all a^^^^inf. 1 doubt if the nu,,or wxb brow-ser ma^ufacurers v™uld do » 
S riSjr^ ni.e web sener sohw«e which ad-based web sites btn-. A ""«_^^> ^, 
wouid^ for s;,mebodv ,o uttte a winsoek dll that sits between an>- web browser any tep/.p suck, ms ill 
would simply filter out HTT? requests to alt semces like JaF. 

„ is imporuBt that ads do no. become annoying to users or they would be *^"n8 « > 
iheif PC In any case, only a small pereenuge of people utiuld ever run such a filter. 

Tltere are two ways .0 defeat such an add^n. Tlie firs, woulo be .0 correlate a v.eb si.e log wiU. e^rown 
Td rg f^r he Jte' We co"d de.ec .«,s ..o. r«,»es.ing ads .nd simply P™''*^''''- '[»,'";""«;;^^ 
Se access. Another method, which requires testing, is .0 secure all ad pages (""'"e SS^J^hn^^ 
lommoD in web browsers and ser^ers) so the filia v.t,uld be unable to tamper with the encrypted page. 
Risk: Low 
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Probabiiir)-: High 


speed access. Caching simply s.otcs a «cb paec ^''^'^^IJih^" ^incved loeallv rather than 
,hc case of an OSP or pro.x>- serve,) ' ' J" ^^^^^^ .c«,rds the net presents n bit o. a 

letchinf .t a?a.n over the network agam. Whnt ' = ■ ^e vteued bv manv users, 

problem for impression based advcnisine since a sincle impression mipni oe ue 

this command. 

Tne second solution involves getting -hir rates " ^f^,^ tSo^- 
of «eb sites, we need to uke the ■"dc"h'P ^ ) J* "^^^t oS of i.Zvidtial « eb sites. Prey 

outbound, prox>* scnxrs. 

Ti,c third soluuon bnngs into question the legal.,)- of caching s>.,ems^ Is caching legal? Probably no., 
since caching a copynghted page depnves the ov.er of economic v^ue. 

Risk: Low 
Probabilin-; Medium 

^o, : Sajer man'acturc,. It u.ll be feasible. ov„ time, to definiuvely uack a large percentage of 

individuals and Itam their likes and dislikes. 

.k. ««.-.r^. icui- tlie 1^ uill keep ill) user infonnau. n onfidenUal, Advcnisers 

.ware of this. 

Risk: Low 
Probability: Medium 

Scliedule and Milestones 
Future 

Fominateh-. xhcrt is additional funnionalinr c=in ad to lAF as well as addiuonal martcets where wt can 
expand with lAF. Tliis secuon brieny describes some potenual lAF futures. 

Stlf..dve,tuiDt •eb rite. A large gn«p of ve,y acti« web sits is """f" 
«^b .0 rcpUct ^.isting forms of communication, like telephone. m,il. and 

offers an inexpensive means for delivering information and coaemer ^p', I'^Triis^E ihtir 

o,gaAi«uoi«!who might alr«d)- be advertisers lAF. could ber«fit from lAF b> advenising rtrrr 
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ou n product, .0 ««« ih.. occcss t^.r s,.c. For example. « l.cn « user r.namg W.ndo«, 3 . occcsscs .he 
Microsoh site, perhaps a Window "i5 ad could be displayed. 

for the wTb $!tc. 

...emaricna. con,panv Uen,o.rapbics. Our .niual focus .s on ^^^^ f^^^^^^ ';^ 
obtain similar democraph.es on non-US companies as «c h:jve on US companies. 

User suocvs. Sponsor comes.s ,o encoun.ce users .0 HU out a proHle abou. .henjselves. Of course. « e 
«ill only la'rge. users «hom can uniquely iden.if>- bu. are lack.nc .nlormauon! 

Consumer Deoiographic Once «r idemiJ) a user and haxx information like telephone and/or address 
S ci;j> obuJn deiLled' demographic information from any number of consumer research groups. 

U„iv,rsaJ Bingo Card. We can ofler advertisers a universal bingo card for sending users adillional 
.IrTauon Once we have the .rtformation. users would no longer ne«l to f.Il out a ^-KO "rf when 
r«,ues.i..g i..fon,u.>.on. We can charge a s.i.all fee for the lead as uril as co........e .0 bu.ld our ID-OB. 

Variations of ads. An ad«niser could p.od..ce a number of similar ads thai could be linked to specific 
n^or^ oon like country or throughput. So. fo, e.vao.ple. Coke could display Japanese ^'-^^^^^^ 
onginating from Japan or animated ads for all users atuched to the Internet on a high-speed network. 

Multiple ad placements. We uill «-ant to oflcr vanous types of ads (placement and si«) ?t -Jifferem 
prices. For e.xatnple. a top banner ad would be more expensive than a bonom banner ad. 

Fraud detector. Eventually, some «cb site will e, ..:c 3 program to connect to their site arid 
advertising revenue. We ^ill be able to detect this type of fraud fairly easily be examining the log files. 

Fault tolerance. We ^^■^U need the SNs.em to be available 24x7x365 wih minimal do«T.ume. We vnll 
have a hot-backup of the sy stem, though there are other measures we can take to ensure fault tolerance. 

InterTiational expansion. There is no reason we could not establish I.^F ser^ers and sales 

countries around the world In fact, there is no reason, other than efT.c.ency. why the current lAf system 

could not process imcmauonal ads. 
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and do.3,n p.oH.c dc.nbcC above as as -J^^J^^/^-trs:^^-^!.^^^^^^^^ 
forccas, ,hc number of l.kdv .mpr=ss,ons .based , able .0 se. an upper bound 

...so control «hich vveb sues are allowed ,0 d.splav ,h:,r ad. J^^^, 3b,c 

;rT>«rr^c;nn« ihcv wiU nc\xr exceed ihc cost csiimaic. u tnw ao campoi-M 
^o ^r^lbe speoSnuir of ..press.ons. lAF will pro ra.e .he cos. of .l.c :.d c.n,pa.cn 

T„e ad e......e p.n of is no -f;:?^ .^n^^ its;!:::" ^isr" 

dam ;, l;ugc«iofcntcni». iiiidsoincofihciJauisriiiO wcxuiinccu 
prob;ibIc cMini.iiion uiilnn >H) seconds of ;» fcqucM. 

Wc will u.ek ,.fon.^uon for each ad placed on the IAF. Spec^^cally. uill tr.ek 


Variables 


Catctfon* of ad 


Allowed sites 


Ad Jumps taken 


Ads viewed bv site 


Ads MCwed bv user/domain 


Pnce per ad 


Ad Variables 


Web Site Management Process (WSMP) 


Web sues must Hrst register w,ih the lAF. We need y.^i^c the u-eb site to better match ads and to 
nable heTeb sue to control ihe t^pes of ads displayed at ihetr site. The xxrb sue w.ll specif> which 
iSs are to conln ads. We will automatically go and ^et^c^e their FmiL pages, make the mmor 
^uon to d'spl" IAF ads. and email the results back to their web stte. When the web sue acuvates those 
modincd paKCS. they begin to bcnefu trt)m the IAF placed ads. 
The IAF will track statistics for each site, specifically: 


Variables 


AEErceatc of user variables 


Content Cateeory- 


Metrics ^•ersus other sites 


Ads displayed 


Page siats (per URL)-_ 


bus 


date 


ume 


duration 


Number ofvisitf _ 


Dui4.Uon ofvisit 


Allowed ad\xni$CR 


RcKtorml/Iocal interest 


Web Site Variables 
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Ad Server Process (ASP) 

The ASP IS ihc "Uzixn" of the I.Af svstcin. Tliis is ihc rcjl-timc process maichina millions ofitd requests 
ihe ;ippropriHie u.f«i user. Tl.c ASP ,s oi,eMii«ll> :i smppcd doun HTTP scrxcr Uuu hiM^ lu.itrd 
10 quickly mnich wds ;iiid log ifHiisnciionf. 

There is never unused ad space. If no target ad matches ihc user profile, we tr> lo place a remnant ad. 
Remnant ads arc loucr cost ads thai arc less specific about the intended target (hence, the term remnant). 
If there art no remnant ads we uill than cither place an \AF utb site ad or an \.\S^ ad This results in 
maNimuni revenue cap:ibilir> for \AS ucb sites and provides ihcm. and the \AF. w,th free advcnism? for 
unused ad slots. 

The ASP IS olso responsible for trackine and pcrfonrung Ad Jumps. Ad Jumps arc when users select the 
displavcd ad for additional information. ASP mus: track which users received which ads and from which 
web site. Ad Jumps arc one of the most attractive pans of web ad\er;isin£ and keeping detailed statistics 
are essential. 


System Management Process (SysMP) 

lAF personnel run SysN^P to perform s>stcms manaccmcnt functions. These nvinaccment functio 
include enabling ads. sue approval and database maintenance. 

Payable and Receivable Processes (PRPs) 

Both of these processes are non-criucaJ to the funciionin£ of lAF. IniuaJly, we will perform ihese 
functions manually until resources arc a\*aiUble to implement these processes. 


Resources 

In order to implement and manage the I AF product discribed abo\c. we uiU hire one additional senior 
software developer as well as a sy stem operauons person over the ne.vi 2-4 months 


Placement 

The majorit)- of 1 AF employees will be primarily in sales and marketing. The lechnolog)- arc 
developing is completely scalable and our best barner to cnirj' will be market share. Our concern is with 
selling to trt-o aistomcrs; advertisers and web sites. For advertisers, wx envision selling direct inioally 
and then through specialized VARs who currcntJy sell ad\xrtising lo a specific %rrtical indusin*. VARs 
might include e.xisung publishers, brokers or direct marketing orgaiuMiions. We will use a direa sales 
and telesales to focus on ad agencies and advertisers. Our initiaJ focus for the first year will be on the 
computer industry. Over time, wr will organize the sales force along vertical industry lines. 

We will primarily use iclemarketinc to acquire web sites. Becoming a member of the lAF is completely 
automated, so wt suspect many web sues will simply become familiar with the semcc and subscribe 
directly through our own wrb sue. 

Resources 

We need an excellent \icc president of saJes who will become a significant shareholder in lAF. 
Recruiting this person will be a top priority during the ne.xt three mootlis. 0\xr ihc first year, this person 
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hire 3 sales person .n bo<h Son F.anc.sco .nd Boston where n.os. of the 
publicnuons .rc located. We also lure .«o telesales people to focus on «eb s.te acqms.t.on as «cll « 
advenisine sales. 


Promotion 

^ s.ronc promonon.! campaign ,s kc> .oour success. The In.errte. is hot and ev-tr>cnt «ams to talk 
about so «e should be able .0 earner much attention and interes,. In.tially. publ.c relauons » .ll pla> a 
laree role in announc.nc cur e.vistence to the «-orld. We uill initially targe, adv en.s.nc e.veat.tve 
puWicaiionslikeAdAgeandAdWeek. We «ill also target computer publ.cat.ons to attract both 
adventsers as uell « web sites in the cot^puter .ndusin-. Along «,th PP. «t will adven.se .n a number of 
advcriisiiig and coiiipuicr publiOHiions. 

Of course. l.AF adxTr^ismg will be a pnmary marketing vehicle. We want the world of >i. cni,,r, z^i 
web sttes .0 know about the power of the lAF. Initially. «-e «ill targe, large web s.tes .ojotn the lAF b> 
attracting them «iUi lAF-bastd advertising. 

Direct mail to boih prospccuvc advertisers and web sites wUl be important .0 gain mind ^^'^ 
develop a brochure for addiuonal tnforntat.on requests generated by ,he direct ma.l and .he lAF web page. 

(Note: need motel 
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Pricing 

4^ A XX. X, I , .h*. mrr^Hihip hencfiis the l.Af brines will 3llo\v US (0 command a 
urn pncc p.r .mprcs.on from odv.r^.scrs Even u nh = hieh.r pncc of 4 ccms per .mpr.ssior.. 
aiv™ bcncfn ircmcr^dously uiih a 33% less cspc^.vc impression per targeted user 

Advertising Comparison ''^^n 02 0 04 

Price per impression ■ • 

Target market effeaiveness ' ' 

Price per impressionAarget man;et d ob ^-^^ 

Maximum price per impression ^^^^ 

Advertising savingsnarget market ^ 

For r^re.r market efj.aivencss. ux assume thai or>Iy 25% of all ad^rnismg is reaching the intended 
urge3rk« Wc uill be able to more occur^telv measure thts vanable. bv exam^mng user prof.le 
cntcria. once wc build an aaivc database. 

Ma..mum pr,» per .n,pressicn is an apples-.o-applcs price comparison 

advenisine In other words. «e could charge a maMtnum of 6 cents per ad and haxT the «jre 

»nfss of a Vcents p.;.lAF ad. This .s dependent on the accurac)- of our ,cr,e, r,orte< ,//,c.n cn,.. 

assumption. 

The lAf benefits «eb site: by ;-=ducing. or even eliminating their sales and nurketing ONerhead as wrll 
h,cr«si..8 their adver.isu,? i,.:pressio..s We can I.elp toil, large and s.uall u,b sues equally double 


revenue. 


Web Site Advertising Comparison 
Price per impression 
Sales and advertising expense 
Percent of capacity 
Revenue to site per impression 
Minimum revenue sharing to web sit. 


Pre-IAF lAF 
0.02 

25% 0 

50% 75% 

0.0075 0.015 


Web site sales increase 


for percentage ofccpccirv, assume, based on experience, that most advenising sites are no where near 
100% ad\Trusmg capacity. The mm/mum revenue shanng lo 6 site is ihc minimum rrNtnuc shanng 
percent ue would need to gi\-e to be equivalent to the pre-lAF siiuauon. 

An interesting calaibtion is the minimum cost of dclixtring an ad at maximum capacit)-. An ad costs an 
astounding .028 ccnis to deliver: 

Ad Delivery Expense at Maximum Efficiency 

Size of ad in bytes 8.000 
T1 speed in bits 1.400.000 

Annual T1 cost $60,000 

Bandwidth efficiency '^5% 

lAF server cost spread over 3 years $6,607 

Maximum ads per second ^6.4 

Peak to average ratio 2.2 

Maximum average of ads per second 7.5 

Cost (in cents) per ad 0.026 
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